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The Nation’s Most Successful Economies

Perry Wong and Michael CJ. Lin

The sixth edition of the Milken Institute’s “Best-Performing Cities China” report delivers a data-driven framework
for highlighting Chinese cities’ economic performance at the prefecture level and above. It traces the key factors
contributing to these cities’ exceptional economic success in a crowded list of highly competitive cities.

In the past few decades, China has invested a large amount in its domestic infrastructure, attracted foreign
investment, and leveraged its low-cost production factors. Since 2010, it has attempted to upgrade its industries.
In particular, the nation has put tremendous resources into expanding international trade and fostering its high-

tech sectors related to 5G technology, aerospace, and semiconductor chip design, and has achieved great success.
Yet, since 2018, China has been facing various challenges for economic growth. The US-China trade war has set
hurdles for China’s high-tech development. For instance, Huawei, China’s tech giant in information and technology
infrastructure and devices, has taken a hit from the US ban on high-end computer chips.
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Despite these impacts, the Chinese economy has continued its expansion. However, at the outset of 2020, China’s
first-quarter GDP was RMB 20,650 billion, which marked a sharp decline of 6.8 percent in year-over-year GDP." In
facing a pandemic-induced economic shock, the Chinese government swiftly put in place fiscal stimulus packages
administrated on both the central and local levels.? China’s aggressive effort on pandemic containment and quick
economic policy delivery seemed to pay off. The national economy has subsequently rebounded by 3.2 percent and
4.9 percent in the second and third quarters.® China appears to have the COVID-19 pandemic largely under control,
and its economy resumes on an expansion path, though at much lower rates than in recent decades. By the third
quarter in 2020, 26 of 31 provinces have matched economic levels from a year ago.*

When measuring the strength of a national economy, there is a tendency for many to focus on the nation’s headline
of macro and financial aggregates. However, the regional development landscape, allocation of production bases
among locations, and the connecting supply-chains among regions perhaps reflect more industrial structure and
resilience of the national economy. After all, the national economy is an aggregate of all provincial economies.
Better quality development and higher economic growth among provinces elevates the national growth rate. The
competition to build a better economy among provinces is fierce.

REGIONAL DEVELOPMENT

2020 marks the conclusion of China’s 13th five-year plan. One of the core themes is to elevate China’s growth
through a greater focus on technology innovation and renew its effort to coordinate regional development. The
nation’s three superclusters, Beijing-Tianjin-Hebei, Greater Bay Area, and Yangtze River Delta, are designated to
leverage central cities’ economic power with a mandate of connecting and transmitting industrial production and
commercial activities to smaller cities and counties within clusters. In recent rankings,’ this spatial development
model and growth patterns are shaping up noticeably. Less developed regional economies’ quick elevation in
growth reflects China’s commitment to infrastructure building. Thus far, recent rapid growth among regions and
cities relies indispensably on the decades-long installation of high-speed rails and transportation routes.
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The effect is particularly prevalent among the Greater Bay Area and Yangzi River Delta. However, other key
markets, such as Henan and Hubei provinces, have shown similar development direction in recent years. The
central government and policymakers have focused on the comparative advantage of regional development in the
domestic market to spur growth among less developed but lower-cost regions. This strategy apparently can have
several distinctive externalities. First, it can help utilize otherwise underutilized resources such as land. Second, it
can help alleviate the environmental burden of congestion and pollution on megacities. Third, and perhaps most
importantly, this policy will help reduce development disparities and poverty among regions and cities. Last, the
Chinese government will continue to fortify growth leaders such as Shenzhen to become global cities.

Though it is still too early to determine this strategy’s success, the results of our last three years of rankings have
shown improvement in growth disparity. For example, in this year’s rankings, more areas perceived to be less robust
regional economies rank higher than expected. There are increasing occurrences of the previously high-ranking
cities performing below lesser-known ones.

KEY FINDINGS

e China’s regional development has elevated to a new level. Cities from the West and Western-
North regions dominate the top rankings in the first- and second-tier cities list this year.
Lanzhou of Gansu Province, Chengdu of Sichuan Province, and Xian of Shaanxi Province
ranked first, third, and fourth. The first-time cities from the Western region took three of the
top five spots in our rankings. Shenzhen holds onto the second position as it did last year.

e Fuzhou and Xiamen from Fujian Province ranked fifth and eighth, respectively. It is the first
time Fuzhou is in the top 10 list. Guangzhou, Guangdong’s provincial capital, ranks sixth and
is the first time the city placed on the list. The rest on the list includes Beijing ranked seventh,
Nanjing of Jiangsu Province ranked ninth, and finally Hefei of Anhui at 10th. Nanjing and Hefei
are on the list for the first time.

e Anhui Province dominates in the top 10 third-tier cities, with three cities ranked third to fifth.
Both Guangdong and Shaanxi provinces have two cities among the top 10 list. Most of these
cities have benefited from the expansion of their neighboring major cities. Heyuan, Guangdong
is first among third-tier cities. As part of the Greater Bay Area and a regional logistic point,
Heyuan has recently received many domestic and foreign investments that drive its economic
growth.

e The remaining three cities in the top 10 third-tier cities are Xinxiang, Zhangzhou, and Dazhou.
Xinxiang and Dazhou are close to Zhengzhou and Chongging, the key commercial and
production centers in their respective provinces. Zhangzhou, a city next to Xiamen, has had
noticeable GDP growth in recent years.
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This year’s top 10 rankings reveal several significant regional development trends. First, the supercluster
development strategy is taking shape. The Greater Bay Area cluster, for example, anchored around Guangzhou

and Shenzhen (and Hong Kong), are making strides. Second, the more significant Western regional development
elevates economic activities with sustaining momentum, placing Xian and Lanzhou on top this year after favorable
rankings in the last several years. Third, heightened growth has migrated inward further from the Eastern Coastal
cities to more central locations. The cities of Nanjing and Hefei, for the first time, appear in the top 10. Incidentally,
both cities have a long history of being the educational centers and critical research bases in the nation.

RANKINGS

First- and Second-Tier Cities

Third-Tier Cities

8

9

Lanzhou, Gansu (H7# & Z M)
Shenzhen, Guangdong (& &, i®3IlTH)
Chengdu, Sichuan (M0 )I| &, B &)
Xi'an, Shaanxi (LA 4. AAZRH)

Fuzhou, Fujian (fREZ &, &M )

Guangdong, Guangzhou (J"Z& &, T
)

Beijing (AL} Th)
Xiamen, Fujian ({8 4. B 1H)

Nanjing, Jiangsu G(I#&, RE&EH)

10 Hefei, Anhui (£2#&. §BH)

8

9

10 Dongguan, Guangdong (& & &£=1H)

Heyuan, Guangdong (& &, AR T)
Baoji, Shaanxi (BkFa &, EIBH)
Xinxiang, Henan (A&, #1  ™)
Chuzhou, Anhui (Z# & M)
Wuhu, Anhui (Z#& i)
Xuancheng, Anhui (Z#&. 3 H)
Shangluo, Shaanxi (BEFE& ., #i&H)
Zhangzhou, Fujian (fRZ2 &, &N )

Dazhou, Sichuan (EJI| 4. 1& 1 77)
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